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IN THE CHANCERY COURT OF THE STATE QF TENNESSEE
TWENTIETH JUDICIAL DISTRICT, DAVIDSON COUNTY

STATE OF TENNESSEE, ex rel.,
PAULA A. FLOWERS, '
Commissioner of Commerce and
Insuranes for the State of Tennessee,

LA
No. 03 ~oM3= T

- Petitioner,

~

V.

. AMERICAN NATIONAL LAWYERS
INSURANCE RECIPROCAL
(Risk Retention Group), 2 Tennessee
domiciled insurence company,

R A e N e N A e T W e e e e

Respondent.

CONSENT ORDER APPOINTING COMMISSIONER
AS RECEIVER FOR PURPOSES OF REHABILITATION;
AND INJUNCTION

This marter came to be heard upon the request of Petitioner, Paula A, Flowers,
Commmisgioner of Commerce and Insurance for the State of Tennessee ("Corrm:issio_ne:r" ar
“ﬁaparimant"), by her signature appearing below, and through her counsel, Paul G. Summers,
Attorney General of the State of Tennessee, and with the agreement and consent of the party
auwthonzed by Tenn. Code Ann. § 56-9-301(12) 10 consent for Respondent American Nationﬁl
Lawyers Insu;anca Reciprocal (Risk Retention Group), a2 Tennessee domiciled insurance
company located ar 500 Interstate Boulevard South, Suite 303, Nashville, Tennessee 37210

("ANLIR”, "Respondent” or "nsurer™), with the benefit of counsel, by their signatures appearing
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below, to the entry of the following order of rehabilitation. Based on the pleadings, the consent
of the parties, and the record as a whole, this Court FINDS as follows:

L The Commissianer has determined, and American National Lawyers Insurance
Reciprocel (Risk Retention Group) consents, that an order of rehabilitation of American
National Lawyers Insurance Reciprocal (Risk Retention Group) is necessary. Due to the

. hazerdous fimancial condition and receivership of Reciprocal of America, domiciled in Virginia,
with which Respondent has remsured substantially all of its business, the Commissionar has
determined that ANLIR is rendered in such condition thart further transaction of its business
without rehabilitation would be hazardous financially to the insurer’s policyholders, creditors and
the public;

2. ANLIR'’s consent has been given to entry of this Order of Rehabilitation and there
is a proper sufficient basis for the following order pursuant 1o Tenn. Code Ann. §§ 56-9-301(1)
and (12), due 1o such consent. ANLIR weives summons and the right to be heard before entry of
this Consent Order, and this Court has subject matter jurisdiction of this action with venue
properly within the Chancery Court of Davidson County pursuant to Tenn. Code Ann. § 5.649-
104, and;

3. This Court further FINDS that the Petitioner, Paula A, Flowers, is the duly
appointed Cormmissioner of Commerce and Jusurance for the State of Tennessee. Pursnant to
Tenn. Code Ann. §§ 56-9-101, et seq., the rehabilitaiion of a domestic msurer, is to be conducted

by the Commissioner after her appointment as Rehabilitstor by the Court. Tenn, Code Ann. §§

56-9-301, et seq.

_ THEREFORE, this Cowri hereby ORDERS, ADYUDGES AND DECREES as follows:
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ik Petitioner Paula A. Flowers, in her official capacity, or her successors in office, is
appointed as Rehabilitator of American Narional Lawyers Insurance Reciprocal (Risk
Retention Group), a Tennessee domiciled insurance company ("ANLIR", "Respondent” or
“insurer") for the purposes of rehabilitation under Tenn. Code Ann, § 56-5-302, The
Commissioner, as Rehabilitator, is directed forthwith to take possessian of the assets and records
of ANLIR and to administer them under the general supervision of the Court with all the DOWErS
granted a Rehabilitator under Tenn. Code Ann. §§ 56-9-101 et seq. This Order vests title to 4ll
assets of ANLIR in the Reﬁbiﬁtator. The Commissioner as Rehabilitator is hereby authorized
and directed to conduct the business of the Respondent and take all steps as the Rehabibtator
deems neecessary or appropriate and as the Court may hereafter authorize, if approval is required,
to reform and revitalize the Respondent. The Commissioner shall have immediaie access to and
shall ocenpy and control the premises and all records, databases, and computer files used to carry
out the business of ANLIR, regardless of their location and possession. Under Term. Code Ann,
§ 56-9-302(c), entry of this order of rehabilitation shall not constitute an anticipatory breach of
any contracts of the Respandent nor shall it be grounds for retroactive revocation or retroactive
cancellarion of any contracts of the insurer, unless such revocation or cmceliz&’iun is done by the
Rehabilitator pursuant o Tenn. Code Ann. § 56-9-303. The Commissioner o her Tole as
Rehabilitator, or as otherwise authorized, may make any investigation of Respondent’s
operations and affairs, including its financial condition, as she deems appropriate;

Z Purguant to Tepn. Code Ann, § 56-9-105(a)(1-11), 21l persons, firms, corporations
and agsociations, including, but not limited 10, Retpondent ANLIR and its officers, directars,

stockholders, members, subscribers, agents, contractors, subcontractors and all other persons
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with authority over ar in charge of any segmenrt of ANLIR s affairs, are prohibited and
temporarily enjoined from the transaction of ANLIR's business, or the waste or disposition of its
property, or the destruction, deletion, modification, or waste ofits records, databases or computer
files, ar the commencement or prosecution of any actions, or the obtaining of preferences,
Judgments, attachments or other liens, or the making of any levy against the insurer or against its
assets or any part thereof until further order of this Court; and this Court further authorizes the
Rehabilitator to apply outside of Tennessee for the relief described in Tenn. Code Ann. § 56-9-
105(2);

3, Pursuant to Tenn. Code Ann. § 56-9-106, the officers, managers, directors,
trustees, owners, employees, agents, contractors or subcontractors of ANLIR, and any other
persons with authority over or in charge of any segment of ANLIR's affairs, are ordered and
required to coaperate with the Commissioner in the carrying out of the rehabilitation. The term
"person” shall inelude any person who exercises control directly or indirectly over activities of
the ANLIR through any holding cornpany, parent company, or other affiliate of ANLIR. Further,
the term “person” shall include any person wha exercises control or participation in the activities
of the ANLIR, such as through the record-keeping and computer systems operation relaring 1o the
activities of the ANLIR. "To cooperate” shall include, but shall not be limited to, the following:
(1) to reply prampily in writing to any inquiry from the Commissioner requesting such a reply;
and (2) to preserve and to make available to the Commissioner any and all books, bank and
investment accounts, documents, or other records or information or computer programs and
databases or property of or pertaining to ANLIR and in his possession, custody or control. No

person shall obstruet or interfers with the Commissioner in the conduct of this rehabilitation;
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4. Any bank, savings and loan association, financial institution or ather persan
which has on deposit, in its possession, custady ar control any funds, accounts and any other
assets of ANLIR, shall immediately transfer title, custody and control of all such funds, accounts,
or assets to the Rehabilitator, and are hersby instructed that the Rehabilitator has absolute contral
over such funds, accounts and other assets. The Rehabilitator may change the name of such
accounts and other assets, withdraw them from such bank, savings and loan association ar other
financial institution, or take any lesser actian necessary for the proper conduct of this
recelvership. No bank, savings and loan association or other financial institution shall exercise
any form of set-off, alleged set-off, lien, any form of self-help whatsoever, or refuse (o transfer-
any funds or assets to the Rehabilitator’s control without the permission of this Court;

8. The amounts held in the custodial deposit account established by ANLIR with the
Commissioner shall be furnished to the Rehabilitator for the statutory purposes in the
rehabilitation of ANLIR, for which the Rehabilitaior may draw down such funds;

6. The Commissioner as Rehabilitator is authorzed, pursuant to Tenn. Code Ann. §
5§6-9-303(a), wo appoint one or more special deputy commissioners, who shall have all the powers
and responsibilities of the Rehabilitator granted under Terw. Code Ann. §§ 56-9-101, et seq.
Further that the Commissioner be authorized pursuant to Tenn. Code Ann, § 56-9-303(a), to
employ such counsel, clerks, and assistants as deemed necessary. The compensation of the
special deputy(ies), counsel, clerks and assistants and all expenses of taking possession of the
insur-er and of conducting the proceedings shall be fixed by the Commissioner, with the appraval

of the Court and shall be paid out of the funds or assets of the insurer upon the request of or at
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the direction of the Commissioner. The persons appointed under this section shall serve at the
pleasure of the Commissioner;

7. The Commissioner, as Rehabilitator, is ordered to make an accounting to the
Court no less frequently than semi-annually. The report shall include the Rehabilitatar's opinion
as 1o the likelihoed that a plan undsr Tenn, Code Ann. § 56-9-303(2) will be prepared and the
timerabls for doing so;

8. As set forth in Tenn, Code Ann. § 56-9-303(c), the Rehabilitator is ordered and
may take such action as she desms necessary or appropriate to reform and ravitaliz.c the insurer.
She shall have all the powers of the directors, officers, and managers, whose authority shall be
suspended, except as they are redelegated by the Rehabilitator. She shall have full power to
direct and manage, to hire and discharge employees subject 10 any contract rights they may have,
and to deal with the property a;nd business of the insurer;

9. As set forth in Tenn. Code Ann. § 56-9-303(d), if it appears to the Rehabilitator
that there has been criminal or tortious conduet, or breach of any contracmal or fiduciary
obligation detrimental to the insurer by any officer, manager, agent, broker, cmployee or other
person, she may pursue all appropriate legal remedies on behalf of the insurer;

10. As set forth in Tenn. Code Ann. § 56-9-303(e), if the Rehabilitator determines
that reorganization, consolidation, conversion, reinsurance, merger or other transformation of the
insurer is appropriate, she shall prepare a plan to effect such changes. Upon application of the
Rehabilitator for approval of the plan, and after‘such notice and hearings as the Court may
prescribe, the Court may either approve or disapprove the plan proposed, or may madify it and

approve 1t as modified. Any plan approved under this section shall be, in the judgment of the
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Court, fair and equitable to all parties concemned. | Tfthe plan is approved, the Rehabilitaror shal]
cén'y out the plan;

11 The Rehahilitator shall have the power under Tenn. Code Ann. §§ 56-9-315 and
316, as applicable, to avoid fraudulent transfers:

2. Statutery Stay of Pending Tennessee Litigation: Pursuant fo Tenn, Cods Ann.
§ 56-9-304, any Court in this State before which any action in which the insurer is a party, oris
obligated to defend a party, is pending when this rehabilitation order is entered, shall siay the
action or proceeding for ninety (90) days and such additional ime as is necessary for the
Rehabilitator to obtain proper representation and prepare for further proceedings. The
Rehabilitator shall take such action respecting the pending litigation as she deems necessary in
the interest of justice and for (he protection of creditors, policyholders, and the public, The
Rehabilitator shall immediately consider all litigation pending ontside this State and shall
petition the courts having jurisdiction over that litigation for stays whenever necessary to protect
the sstate of the insurer;

13, Pursuant to Tenn. Code Ann, § 56-9-304, no statute of limitations or defense of
laches shall run with respect 10 any action by or against the insurer between the filing of this
petition/consent order for appaintmenr of a Rehabilitator for the insurer and the entry of this
order. Any action against the insurer that might have been commenced when the petition was
filed may be commenced for at least sixty (60) days after this order of rehabilitation is entered or
the petition is denied, The Rehabilitator may, upon an order for rehabilitation, within one (1)
year or such other longer ‘cirﬁe as applicable law nay permit, institute an action or proceeding on

behalf of the insurer upon any causs of action against which the period of limitation fixed by
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applicable law has not expired at the time of the filing of the petition upon which such order is
entered;

4. Ifitproves necessary and the Commissioner believes further efforts fo rehahilitate
the insurer would substantially increase the risk of loss to creditors, policyholders, enrallees or
the public, or would be fatile, the Commissioner is permirted to petition for the relief under
Tenn. Code Ann. § 56-9-305 to convert the actioﬁ to Jiquidation of Respondent within this
action. The Respondent shall be permitted to respond to such petition o convert this action to
liquidation at such rime, which response may either be sonsent or opposition to the petition at
such time. The Respondent and/or its dirsctors may exercise any other rights they have under
Tennessee law; |

15.  Any person, firm, corporation or other eniity having notice of this QOrder that fails
to abide by its terms shall be directed to appear before this Court to show good cause, if any they
may have, as to why they should not be held in contempi of Court for violation of the provisions
of this Order;

16.  No bond is required of the Commissioner as a prerequisite for the filing of this
petition or entry of this consent arder or for the issuance of any injunction, restraining order, or
additional order issued as provided by Temn. Code Ann. § 20-13-101, and;

17. The Commissioner may apply 1o the Court for any further orders which may be
necessary to implement the terms of this order, or in aid thereof, to which she may be entitled.
This Court rerains jun'sdiction for the purpose of granting such further relief as from time to time

ghall be deemed appropriate.
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IT IS SO ORDERED, this = day of \/‘Q Mige- \q » 2003 at 3¢ ZZG.M.

‘\Q / / X/f/z‘;md, )f

CHANCELLOR

Agraed and approved for entry by:

STATE OF TENNBSSEE
| hereby certify that this is a true copy
of origina! instryrmexi filed in my office,
PAULA A. FLOWERS CLAUD I MAN Clor& Master
Comrmissioner, Department of Commerce S N
sirance \ Wﬂm\
72 Cp e
PAUL G. SUMMERS (BER 6285)
Attornoy Gﬂncral and Reporter

MM /’/‘ff o Zﬂw

SARAH A HIESTAND (BPR 14217)
Semor Counsel, Finaneial Division

P. 0. Box 20207

Nashville, TN 37202

(615) 741-6035

American National Lawyers Insurance Reciprocal (Risk Reiention Group)
a Tennessee domiciled insurance company

Q i Y

- By D M Birg 2371

Milles < i e sy
- Counsel for ANLIR.
151? Fourt A~ M, S+ 120w
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-

By execution hereof, American National Lawyers Insurance Reciprocal (Risk Retention
(Group) consents to entry of this Consent Order of Rehabilitation. American National Lawyers
Insurance Reciprocal (Risk Retention Group) agrees without reservation to all of the aboye terms
and conditions and shall be bound by all provisions hersin. The undersigned represents that
he/she has the authority to bind American Natiopal Lawyers Insurance Reciprocal (Risk
Retention Group) to the terms and conditions of this Consent Order.
-«-(wA—'EtaGh—BeaIdm&f*DiTBGtt‘lI‘ELReEO'lﬂﬁon)~'vﬂ T

American National Lawyers Insur;ijmcal (Risk Retention Group)

By: okt
(signature) - J
Donppr D LANGE Seal
(printed or typed name)
Title:  (heid Q")Qraﬂ:t l’\g @Qf( el
Dare: j/)BO!ZDZ
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